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Saturday, May 6, 1939 


Vol. XVIII, No. 18 


“Survey After Munich” 


What will be the result of Germany’s attempt to domi- 
nate eastern Europe? This is the question which, above 
all others, is troubling the rest of the world to day. 
Graham Hutton, formerly assistant editor of the London 
Economist, analyzes the political and economic factors in 
his book, Survey after Munich. Because of its manifest 
importance, a digest of the book is presented here. 


CoMMUNICATIONS 


With the annexation of Austria and the Sudeten areas 
Germany secured control of a huge strategic network of 
railways. There is now no country east of Italy and 
Germany which can “communicate by rail, road, or river 
with western Europe without crossing a part of Germany 
or Italy.” If the Hungarian railways are obliged to enter 
a preferential transport agreement with the German sys- 
tem, and if Italy and Germany proceed to “develop a com- 
mon program,” then Italy and Germany would control 
the railways from western Europe into the Balkans and 
Near East. Motor roads are even more important than 
railroads today. Since Germany dominates “all the chief 
geographical vantage points” of the Danube Basin the 
construction of strategic motor roads into the Balkans 
might become as important as the prewar plan to build a 
Berlin-Bagdad railway. To the west the important routes 
between Italy and Germany pass through Switzerland. If 
Germany should take the German-speaking Swiss cantons 
and Italy the Italian-speaking ones, then France would 
have to face “a continuous military—and perhaps econ- 
omic—front against France from the Low Countries in the 
north right down to the Mediterranean.” Should Ger- 
many seize the Polish Corridor, then the railroads of 
western Poland, the Silesian industrial region, the railroad 
through the Moravian Gap into the Danubian Basin and 
the entire Silesia-Gdynia line will be in a “huge salient,” 
bounded on the west, north and south by Germany or 
Hungary as far as the Rumanian border, and “useless ex- 
cept by dint of German goodwill.” If Germany carries 
out her plan to build canals connecting both the Oder and 
the Elbe rivers with the Danube, and if she can secure 
control of Hungarian waterways, a German-Hungarian 
transport system by road, rail, and river will “both drain 
and feed, in compensatory directions, all the countries of 
Europe between Germany and Russia as far down as the 
Aegean Sea.” 


1 Boston, Little, Brown and Company, 1939. $2.50. 


STRATEGIC FACTORS 


The German frontier is now more secure than it has 
ever been previously. Holland and Belgium cannot at- 
tack her ; the fortifications of the Franco-German frontier 
are considered “impassable in either direction.” Germany 
and Italy combined reach from Denmark to Sicily, from 
France to Poland, Dalmatia, Hungary, the Carpathians. 
In war the Rome-Berlin Axis would be vulnerable only 
if its inadequate navy made it possible for Great Britain 
and France to “strangle it economically,’ or if it were 
“simultaneously or subsequently threatened from the east 
or southeast of Europe.” 

German foreign policy is primarily concerned with “the 
conquest, economic exploitation, and strategic organiza- 
tion” of the Danube Basin, the Balkans and Poland. Asa 
result of Germany’s gains during 1938 she can carry on 
“a combination of offensives in east and west.” In the 
west the offensive would be diplomatic rather than mili- 
tary. In the east both would be employed. Even more 
important, either east or west could be “insulated stra- 
tegically.” If France and Great Britain could be divided 
by diplomatic pressure first on one and then on the other, 
it would be easier to bring the rest of Europe under Ger- 
man domination. Actual war would probably take the 
form of massed aerial bombardment of French and British 
cities “with massed land attacks on France through Swit- 
zerland and Italy.” 


France, the author points out, is “exceedingly vulner- 
able to a joint Italo-German offensive.” This is not only 
a matter of the superiority of their air forces. As a result 
of the reoccupation of the Rhineland by Hitler and General 
Franco’s alliance with Germany and Italy, the French 
army is now defensive. The German army is preponder- 
ant in man power but not in fighting quality because of the 
short training it has had. Any fighting on the Belgian or 
Franco-German frontier will probably result in a stale- 
mate. Although Germany and Italy could probably not 
hold out long in Spain against France and Great Britain, 
Spanish bases against France would be valuable at the out- 
set of war. If Germany should succeed in the Nazifica- 
tion of Denmark and Switzerland, and if Italy should ob- 
tain a strip of Tunisia, then “from Denmark and Holland, 
down through Switzerland and Italy to Tunisia, the two 
Axis Powers might hope to be secure.” With Italian 
fortifications in Tunisia opposite Sicily and the already 
fortified island of Pantellaria, Italy could make the pas- 
sage of the straits between Sicily and Tunisia so danger- 
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ous for French or British warships that “in effect, the 
Mediterranean would be divided into two separate lakes.” 
The European countries lying beyond the Denmark- 
Tunisia line of the Italo-German front could then be 
isolated. 

Germany and Italy “must take the offensive,”? for the 
“social, economic, and military effort required to raise and 
buttress the totalitarian state itself for a declaration of war 
leaves no reserve for a long war.” If war should actually 
break out, the European strategic factors would become 
“progressively . . . less and less important in the conduct 
of war,” and “the economic factor would probably prove 
paramount.” 


Economic CHANGES 


It must be remembered that Mr. Hutton’s book was 
completed before the German annexation in March, 1939, 
of most of the “rump” state of Czecho-Slovakia. But 
economic dependence of the new state on Germany was so 
great that most of his discussion of the economic factors 
is relevant to the present situation. The annexation of 
Austria gave Germany control over the trade of Italy’s im- 
portant Adriatic port, Trieste. In 1937, 33 per cent of 
Trieste’s outward seaborne trade came from Austria and 
45 per cent of the inward trade was for Austria or con- 
signed through Austria to the countries beyond. This in- 
creased Italian dependence on Germany. 

Germany’s economic gains and losses in 1938 may be 
thus summarized: an increase in population of more than 
11,000,000 (before the annexation of most of the rest of 
Czecho-Slovakia in March, 1939) including about 525,000 
unemployed industrial workers who will be of great value 
in Germany’s armaments and four-year-plans; and the 
necessary supply of graphite and antimony (from former 
Czecho-Slovakia), magnesite (from Austria), timber and 
pulpwood (from both). Her former production in the 
metallurgical and engineering trades, and in iron and steel 
production will be increased by about 15 per cent. But 
Germany must supply imported iron ore to the former 
Czech industries. This increases her import requirements. 
She can secure milk from Austria and barley from the 
former Czecho-Slovakia. Her supply of pit coal and lig- 
nite (of which she already had a surplus) and power 
stations has been so greatly increased that she has now 
almost more surplus electrical energy or the raw materials 
for it than she can use. The annexation of the Sudeten 
industries has increased her capacity to produce glass, 
china, porcelain, and textiles far beyond her needs. If all 
her new factories are to be kept busy, much larger quan- 
tities of the relevant raw materials must be imported— 
most of them with free foreign exchange. In order to 
supply the Czech industries, as well as her own, there must 
be greatly increased imports of iron ore, petroleum, oils, 
pyrites, copper, nickel, rubber, coffee, tobacco, cattle, 
meat, all cereals except barley and oats, textile fibers, hides 
and skins, jute, bauxite (aluminum ore), and phosphates. 
Since the German, Austrian and Czech industries must 
compete with each other in the Danubian and Balkan coun- 
tries, the Reich will have so great a capacity to export as 
to make it a problem to find markets, with increased needs 
of imported raw materials to keep the industries going, or 
else the necessity of eliminating entirely some of the former 
Czech factories in favor of industries yet to be established. 

If the economic reorganization is successful she will 
have great power over all the resources of the eastern and 


2 At the time of going to press, Germany seems to be trying to 
force the democracies to take the offensive. 


southeastern European countries. But she will need to “re- 
distribute .. . [the] import and export trade, to find much 
new liquid capital for investments, and to drive . . . ex- 
ports into foreign markets at almost any cost.” Unless the 
German domestic economic problems are solved it is 
doubtful whether she can organize a “lasting and efficient 
economic development” of the Danubian Basin. 

From 1933 to 1938 Germany “built up the biggest land 
army on the Continent (excluding that of Russia), the 
largest air force, a vast network of modern strategic high- 
ways, the largest economic war-machine, and a navy large 
enough to dominate the Baltic and, perhaps, to ward off 
naval assaults upon German harbors either in the Baltic 
or North Sea.” “Statistical” unemployment was almost 
eliminated, although it is estimated that the men employed 
in the various Nazi organizations, Secret Police, labor 
camps and concentration camps equal at least half the 
total unemployed of 1932. In 1938, the German iron and 
steel production was half as large again as in 1929, and 
her industries were producing about a quarter more than 
in 1929, 

At the beginning, it must be remembered, the Third 
Reich secured all the industrial plants and services built 
with the loans to Germany in the 1920's. It did not pay 
reparations or the full amounts borrowed, and its annual 
interest payments were greatly reduced. German export- 
ers were subsidized in various ways. The methods used 
to avoid inflation meant, in practice, that the richer indi- 
viduals and corporations paid increased direct taxes, pro- 
vided new funds to redeem old bills, and subscribed to 
huge new loans. The workers had to endure longer hours 
without higher wage-rates, to serve in labor-camps for 
nominal wages and to suffer shortages of important food- 
stuffs. Unemployment insurance contributions were taken 
from workers and employers although employment was 
rising. In 1938 there was a shortage of labor, and net 
investment was “fully 50 per cent above the 1929 level.” 

There is, however, “real danger” in this rapid increase. 
In 1938, the German national income (excluding Austria 
and the Sudeten regions) was about equal to that of 1928, 
but the burden of levies, contributions, and taxes was 
“practically double” that of 1928-1929. If the present 
rate of new construction is continued, or increased, and 
the existing equipment is maintained, new resources and 
new revenues must be found. Increased production of 
armaments requires more and more of the new capital 
equipment, but does not produce new capital. The inte- 
gration of the Austrian and Czech industries with the 
German will “certainly be costly” for the first few years. 
The yearly increase in the conscripts for the Reichswehr 
and labor service means that either the state must control 
the Reich’s economic system more completely or that the 
“sinews of warfare” must be relaxed. “The former will 
increase social tension in Germany ; the latter will decrease 
the Reich’s political and diplomatic potency abroad.” 

By 1938 the smaller countries were beginning to realize 
that the large, long-term contracts with the Reich were 
very expensive to them. If the domestic railways, iron- 
and-steel-works, bus and tram services, and armed forces 
of these countries bought equipment in the Reich, in order 
to lower the continuously increasing balance of exports to 
Germany over imports from Germany, then those strategic 
domestic concerns were dependent on German industry for 
equipment and maintenance. “Thus, by clearings, barter 
agreements, and compensation trade, the Third Reich had 
by the end of 1938 imposed a kind of stranglehold on the 
economic systems of virtually every country lying be- 
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tween Germany, Russia, and the Aegean Sea.” The long- 
term credits to German firms for large-scale works, by 
which the balances of exports over imports are offset, are 
released very slowly over a period of years. The peasants, 
miners, and workers whose products were shipped to 
Germany cannot wait for payment until the local firm or 
municipality repays the credit. So the banks and financial 
institutions of the smaller countries have to advance the 
money to pay for the goods exported to Germany. 

These countries also need many types of supplies. Ger- 
many cannot “meet all their raw-material requirements, all 
their capital requirements, all their needs of equipment— 
and simultaneously turn the ever-expanding Reich into a 
more and more potent war-machine at home.” There is, 
however, the possibility that Germany might attempt to 
buy all the supplies from these European countries, send 
them the equipment and raw materials they need in ex- 
change, and act as their marketing agency in other coun- 
tries. But Germany could only secure the necessary raw 
materials from the outside world by selling “at all costs, 
the Reich’s own manufactures, and the surpluses obtained 
from .. . client states.” The Reich would then “always, 
in the last analysis, be underselling its keenest competitor.” 

By the end of 1938 the Nazi financial and trading sys- 
tems encountered serious difficulties due largely to the 
fact that the client states were aware of German intentions 
and German methods. They were increased by the coun- 
ter-measures threatened by Germany’s competitors, the 
supplies needed for rearmament in Germany, and “the sud- 
den awareness in Germany of the magnitude of the finan- 
cial and trading problems after 1938.” 

Her potential economic advantages were increased by 
her brilliant success in diplomacy. But if there should 
be a major war before Germany had had time to transform 
these “potentialities into realities,” then she would not be 
sure of the economic or political allegiance of all these 
countries, or of commanding “all their economic resources” 
without so great a degree of military control as to risk 
defeat. Great Britain and France could endure a pro- 
tracted war better than Germany or Italy, although they 
are less “militarily .. . prepared.” As long as the former 
can command the Atlantic and the western Mediterranean 
they have “vast reservoirs of raw materials and foodstuffs 
in their overseas dominions and all America.” The two 
empires can supply nearly all of the chief industrial raw 
materials. Germany and Italy would have 50 per cent 
more man-power and surpluses of a few raw materials, to- 
gether with serious deficiencies in others. They must also 
maintain existing armaments and expand current output 
at the same time; develop their trade with, and the re- 
sources of, client states; meet increased competition in 
foreign markets; raise their own national incomes while 
expanding armaments; all within the taxable capacity of 
their home populations. 

But if Germany (since Germany is now “economically, 
strategically and politically” dominant over Italy) can con- 
solidate her economic gains, organize them adequately and 
render the Reich and Italy as self-sufficient as possible, 
then it can count on victory in a “lightning war,” or a 
stalemate in a war of attrition. In that case Germany 
will be able to “dictate the destinies of Europe entire.” 
But that is impossible without “political and military con- 
trol . . . of all eastern, central, and southeastern Europe.” 


Po.iticaL FAcTors 


If Germany capitalizes her gains “in an exclusive and 
drastically organized system of warlike preparations and 
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economic exploitation, then . . . European diplomacy, the 
demeanor of one nation before another, the production 
of trade of the largest industrial area in the world, the 
desires and passions of 450,000,000 Europeans, and their 
domestic political stresses and strains . . . will become 
more . . . undependable; more . . . fiercely and unyield- 
ingly intense.” In this connection the situation of the 
different countries must be considered. 


Hungary 


Hungary’s basic economic problem is the development of 
her home industries along with her agricultural exports. 
To do this, imported industrial raw materials are essential. 
Germany must either supply all Hungary’s needs and take 
all her produce, which means that the Hungarian state 
itself must be entirely incorporated in, or associated with, 
the Germany economy, or must allow Hungary to trade 
with the rest of the world in order to get raw materials. 
But the latter would make it virtually impossible to inte- 
grate the Hungarian economic system with that of the 
Reich. While Hungary could easily be bankrupted or 
over-run if she refused to do Germany’s bidding she may 
prove to be a “formidable and intractable neighbor” after 
she has regained her lost territories. 


Poland 


Poland is “like a nut in the crackers, between Germany 
and Russia.” Southwestern Poland, which is bounded 
by Greater Germany on the west and south, contains the 
Polish heavy industry, oil deposits, and coal and lignite 
mines. Although Poland has an excess of foodstuffs and 
some industrial raw materials, she needs the more impor- 
tant strategic metals. The Nazis have long been working 
for the creation of a Ukraine state to include the Ukrain- 
ians of Poland, White Russia, the Ukrainian Soviet Re- 
public, Ruthenia, and Rumania. Such a state might be 
expected to cooperate with the Nazi in return for its inde- 
pendence. The return of Memel to Germany (accom- 
plished since Mr. Hutton’s book was finished, but fore- 
seen by him) meant not only the loss of Lithuania’s out- 
let to the Baltic but also the threat of extinction to Gdynia, 
Poland’s new port in the Polish Corridor, through the de- 
mand of the Danzig Nazis for reunion with Germany. 
Even more serious for Poland was the “suspiciously sud- 
den” outbreak of Ukrainian autonomists’ demands on the 
Polish government after Munich for a Ukrainian Diet and 
Cabinet, with control over finances, justice, and education, 
and a separate military establishment. An autonomous 
Ukraine under German influence would be a grave threat 
to Poland in case of war. 


Rumania 


Rumania is in a particularly difficult situation since 
Germany wants her grain fields and oil deposits, Russia 
wants the return of Bessarabia on the Russian frontier, 
Hungary that of the “unredeemed” Magyars of Transyl- 
vania, and Bulgaria still another section. In case of a 
general European war her position would be like that of 
Poland—‘“one of isolation, apart from Russian aid.” Both 
states fear Russia. “The stronger Germany becomes,” 
says Mr. Hutton, “the greater the possibility that an inde- 
pendent Ukrainian state will be erected partly at Ru- 
manian expense, and the greater the domination of Hun- 
gary by the Reich. In exchange for that domination the 
Reich, while erecting the Ukrainian state or after doing so, 
can threaten to secure Transylvania for Hungary.” 
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Yugoslavia 


Yugoslavia, it must be remembered, borders on Italy to 
the west, facing her also across the Adriatic, on Germany 
to the north, and on Hungary to the northeast. Germany 
and Italy need to feel certain of the position of Yugo- 
slavia since she is a neighbor to both of them. Yugoslavia 
has not been able to solve the question of the demands of 
the Croats and Slovenes for autonomy, and, of course, 
not those of the non-Slav Magyars. Since 1934 the Yugo- 
slav regime has become steadily more and more authori- 
tarian, with much less free speech, owing to an effort 
to make possible peaceful collaboration with the Axis 
Powers, from whom she has most to fear. This has caused 
“general resentment” in Yugoslavia. In 1938 about half 
the Yugoslav trade was with Greater Germany (including 
Czecho-Slovakia) and Italy. But after Munich she in- 
sisted on “equalizing Yugoslav imports from Germany 
with exports to Germany.” She may be able to play one 
partner of the Axis against the other unless both “act 
in concert . . . politically as well as economically.” 


The Balkan Peninsula 


The position of the other states of the Balkan peninsula 
may be noted briefly. Albania, even before the Italian 
occupation of the past few weeks, was “politically and 
economically an extension of Italy upon the Balkan 
mainland.” Bulgaria has faced a particularly difficult 
economic situation in recent years since the prices of 
its important exports (tobacco, wheat, and dairy produce) 
were particularly affected by the economic slump. Ger- 
many now takes a higher proportion of its total trade— 
just under 60 per ¢ent—than of any other country. 
Recently there has been much agitation in Bulgaria for 
the revision of the frontiers with Greece and Rumania. 
But Bulgaria is surrounded on land by Yugoslavia, 
Greece, Rumania and Turkey, all pledged to a common 
front if any one of them is attacked by Bulgaria. 

Greece has been “consistent” in its distrust of Germany 
and Italy. By 1938, however, Greater Germany accounted 
for a third of the total foreign trade of Greece; France, 
Great Britain and the United States together for a 
quarter; and Italy for only five per cent. Greece and 
Turkey “virtually enclose the Aegean Sea, with its Italian 
naval and air bases, and control the entry into, and exit 
from, the Danube and Black Sea via the Straits. Their 
geographical, military, and economic positions are, there- 
fore, of crucial importance to all the countries of the 
Danubian Basin, as well as to Russia.” 

It is estimated that about 40 per cent of Turkey’s total 
foreign trade was with Greater Germany in 1938. There 
has been strong competition between Germany and Great 
Britain for her trade. Turkey is expected to be more 
friendly toward Great Britain and France and distrustful 
of Italy and Germany. 


CoNCLUSIONS 


The author summarizes the main results of the Munich 
agreement as follows: Italy is to be a “poor relation” 
of Germany in eastern, central, and southeastern Europe 
but will receive Reich support for her claims on Britain 
and France. The latter countries will be respectively 
soothed and ruffled at the same time. The Axis powers 
can start a “sudden cheap war” (the only type they can 
hope to win at present) with Great Britain and France 


at any time. But they cannot be sure of control of the 
Mediterranean, the dependability of the relations of the 
Slav countries and Hungary with Germany, or of their 


self-sufficiency in war time. The crux of the problem is- 


whether the Reich can “build up an unassailable position 
behind the Axis? Or do the leaders of that Reich already 
realize the inability of their country’s present structure 
to stand that strain? Finally, if they do realize it are they 
going to stake their all on an immediate gamble for the 
hegemony of Europe? The reason why the Axis powers 
are “compelled to recur to ‘grabbing’ some new material 
acquisition at successively shorter intervals . . . is that 
hitherto neither the Reich nor Italy has really organized 
any solid or sound economic development of its new 
territories. Such organization requires much capital, 
much civil labor, and a long time for development.” 
Germany has not “stopped once in the last five years 
seriously to organize its gains for future economic devel- 
opment.” “The real danger to Europe,” the author be- 
lieves, “is not so much an immediate European war as a 
continuation of the kind of thing which has been called 
peace these last five years’—the “mere absence of general 
war.” He concludes: “First, the Western Powers and 
their Empires have the resources and the means to rearm 
as extensively and efficiently as the Third Reich and 
Italy. . . . Secondly, democracies can be as effective as 
dictatorships . . . if they completely close their domestic 
ranks. . . . Lastly, neither the political nor the economic 
diplomacy of the much-vaunted totalitarian states is 
really efficient.” 


Twenty Billion Dollars Damages 


The Labor Committee of the House of Representatives 
which is holding hearings on the bill to make the Civilian 
Conservation Corps a permanent organization discovered 
the need for it recently when Dr. Hugh H. Bennett, 
chief of the Soil Conservation Service of the Department 
of Agriculture, testified that $20,000,000,000 of damages 
had been done by soil erosion in the last 50 years. 

The government now maintains 355 soil conservation 
camps and employs 70,000 of the CCC men in that work. 
Dr. Bennett declared he had found these men a “highly 
efficient type of labor”: needed to carry out the 20 to 30 
year program required for soil conservation. 

The main problem is to work fast enough to overcome 
the annual deterioration of the soil and to inaugurate 
practices which will rebuild the heritage of nature which 
has been wasted. 

He estimates that the annual direct cost of soil erosion 
to farmers alone is $400,000,000. This does not include 
damage to reservoirs, stream channels, irrigation ditches, 
highways and railways. We are losing every day, as the 
result of erosion, the equivalent of 200 forty-acre farms 
and the loss in one year, Dr. Bennett declared, would be 
enough “to take care of 365,000 persons who could make 
at least part of their living on the soil that is washing and 
blowing away.” He said that about 100,000,000 acres of 
crop land, an area greater than Pennsylvania, New York, 
New Jersey, Delaware, Maryland, and all of New Eng- 
land, except Maine, is “completely finished.” 

Experience in this and other countries has proven that 
such devastating waste can be stopped and that practices 
can be introduced to conserve the greatest resource we 
have. However, a labor force is needed adequate for 
the task. 


Printed in U.S.A. 


ve! 


XUM 


Cou 
419 
wor 
mer 
T 
into 
. 
ship 
Fev 
con 
agri 
eno’ 
Son 
this 
thei 
yond 
part 
fam 
tha 
the 
Mo 
pen 
a hon 
the 
cur 
a reg 
dit 
can 
fan 
a am 
the 
gra 
‘ 
agt 
the 
wo 
los 
del 
yes 
vis 
tor 
= 
333 


